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ABSTRACT 
Background: Indonesian's health care system is characterized by underutilized of the health-care infrastructure. 
One of the ways to improve the demand for formal health care is through health insurance. Responding to this potentially 
effective policy leads the Government of Indonesia to expand health insurance coverage by enacting the Naftonal Social 
Security Act in 2004. In this particular issue, understanding provider choice is therefore a key to address the broader policy 
question as to how the current low uptake of health care services could be fumed in to an optimal utilization. Objective: 
To estimate a model of provider choice for outpatient care in Indonesia with specific attention being paid to the role of 
health insurance. Methods: A total of 16485 individuals were obtained from the second wave of the Indonesian Fam1ly Life 
survey. A multinomiallogit regression model was applied to a estimate provider choice for outpatient care in three provider 
alternative (public, private and self-treatment). A policy simulation is reported as to how expanding insurance benefits could 
change the patterns of provider choice for outpatient health care services. Results: Individuals who are covered by civil-
servant insurance (Askes) are more likely to use public providers, whilst the beneficiaries of private employees insurance 
(Jamsostek) are more likely to use private ones compared with the uninsured population. The results a/so reveal that 
less healthy, unmarried, wealthier and better educated individuals are more likely to choose private providers than public 
providers. Conclusions: Any efforts to improve access to health care through health insurance will fail if pol1cy-makers 
do not accommodate peoples' preferences for choosing health care providers. The likely changes in demand from public 
providers to private ones need to be considered in the current social health insurance reform process, especially in devismg 
premium policies and benefit packages. 
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INTRODUCTION 
The Indonesian health sector is facing a key policy 
question: how could the uptake of formal health care 
services be increased so that the population health 
status, which is largely dependant on the morbidity 
and mortality due to "avoidable" causes, could be 
improved? The demand for health care became 
worst during the economic crisis that hit Indonesia 
in 1997. Since then, the price of health care services 
has risen significantly. The price of medical treatment 
at public health centres, for example, increased by 
an estimated 67% during the crisis, apparently due 
to the increase in price of drugs (Barn ighausen and 
Sauerborn, 2002). As a result, the demand for health 
care declined by about 40% between 1997 and 1998 
(Chawla and Ellis, 2000). Another study comes to a 
similar conclusion that the crisis led to a substantial 
reduction in health service ut1lizat1on. In fact, an 
analysis based on a household survey revealed that 
the proportion of respondents who reported an illness 
or injury and sought care from a formal health care 
provider declined by 25% (Frankenberg and Karoly, 
1995). The pattern of provider choice is chang1ng fast. 
A recent assessment suggest that poor people tend 
to make much greater use of non-medical health staff 
and have lower hospital utilization rates (Frankenberg 
and Thomas, 2000) . 
One of the ways to improve the demand for formal 
health care is through health insurance (Frankenberg, 
et al ., 2001 ), (Feldstein , 1993). Responding to 
this potentially effective policy lead a number of 
countries have undertaken substantial expansions 
of their formal health insurance( Gertler, et al. . 1987). 
In Indonesia, a social health insurance (SHI) for civil-
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